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Under proper authorization, the services of consultants
may e procured by Federal agenciss when to do so is more
economical than hiring permanent workers. Concerns have been
expressed about whether agencies properly and effectively employ
and use consultaunts. Most agencies do not maintain reliable data
on use of consultants and this lack of information available to
the public has led to suspicions that consultants improperly
influence decision making. A uniform, practical, effective
information -~ystem and adequate reporting are needed. To
estaklish such an information system, a standard definition must
be adopted, the ccmponents of the system identified, and a
single authority and opesrators of the system designated. The
Civil Service Commission's definition of a consultant convained
in FFP¥ chapter 304 could be adopted, with some modifications,
for Government-wide use. The computerized Federal Procurement
Data System being deviloped by the Office of Federal Frocurement
Policy to provide information on individual contracts for
services in excess of $10,000 is not expected to be operational
until late 1978. (Author/HTW)
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Mr. Chairman and Members of the Subcommittee:

We are here today at the reguest of your Subcommittee to
present our views on the development of a uniform reporting
system for employment of consultants. We share your concern
that the Federal Government does not have data readily avail-
able on how many consultants it uses, what they do, or how
much thelr sesvices cost. When we refer to contractors in this
statement, we are referring to contractors for consultant
services. |

In recent years the President has pibposed and the Congress
has enacted many new programs to deal with changing social, eco-

nomic, and technical needs. If the departments 2nd agencies are

]
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to administer these progra@s effectively they must have access
to the best advice and expertise that can be obtained. Although
the Government's programs and functions are carried on primarily
by its permanent work fcrce, in many instances it is not econon-
ical to hire permanent employees and the agencies must draw upon
a great pool of talent that is not needed or available full time.

Title 5 of the United States Code, Section 3109, permits the
head of an agency "when authorized by an appropris-ion oxr other
statute” to "* * * procure by contract the tempcrary * * * or
intermittent services of experts or consultants or an organization
thereof * » * " Specific'statutory authority is provided indivig-
uval agencies in continuing legislation or appropriation acts.

We agree with the CTivil Service Commission's views that
the proper use of experits and consultants 1s.a normal, legiti-
mate, and economical way to improve Government services and opera-
tions. Agencies must be able to obtain highly qualified talent to
cope with a great diversity of highly technical and complicated
problems anc¢ programs. Use of experts and consultants may be the
most efficient and ecomonical way to

--Meet agency needs for a concentrated effort involving

specialized skills not required, and in many cases not
available, on a continuting basis.
--Provide vbjectivity in analyzing problems or evaluating

program results to avoid institutional bias.



-~Provide flexibility in acquiring the advice cf persons
with specialized training or experience without a long-
term employment commitment.

The Cungress and the President have long been concerned
about whetilier agencies properly and effectively employ and use
experts and consultants. To illustrate,

-=In 1960 the Subcommittee on Genecal Government Matte:s,

Bouse Committee on Appropriations, reguested the

Bureau of the Budget and the General Accounting Office to
study the practices 6f the various agusncies in hiring
&xperts, consultants, and consulting firms and organiza-
tions for managemenf advisory sevvices. This study
showed¢ a need for a change in cthe Administrative Expenses
Act of 1946 (5 U.S.C. 55a) to provide a single authority
for the hirinj of experts and consultants and an effec-
tive control over contracting with firms and individuals
for management consultant and advisory services. This
change was not made when the provisions of 5 U.S.C. 55a
wera incorporated into 5 U.S.C. 3109.

=~In October 1976 your subcommittee sent a guestionnaire
to the departments, agencies, and bureaus of the executive
branch to obtain thei  assistance in compiling a report
on Tederal contractors and consultants. Your report.

released August 7, 1977, noted that it is " * » =* the



single source of information gathered on the vse of
contractors and consultants for professional services
in the public secter.” The report also noted that cer-
tain chapters "* * * show the present disa:ray among
Federal agencies in their own internal record-keeping
regarding consultants and contractors, and the lack of
and need for a uniform system."
--In his May 12, 1977, memorandum to the heads of execu-
tive departments and agencies, President Carter said:
"In a continuirng search for ways to improve
the efficiency and effectiveness of the execu-
tive branch, I have become aware of a need for
improved management of the excessively large
volume of consulting and expert services used
by the Federal Governmeat. A recent survey by
a Senate subcommittee of the use of personal
and non-personal consultant and expert services
identifiea more than 30,000 contract arrange-
ments and 10,777 individual appointments.
2dditionally, there are such services provided
by grant arrangements and thrcugh advisory
committee memberships."
Expressing concern about the way consultants are used,
the President reguested the departments and agencies to
review all data available or that could readily be
assembled on their use of, and controls over, consulting
services, and t» report the results to the Director,
Office of Management and Budget, by June 30, 1977. ‘The
Office's spokesman may comment on this matter in his

statement to this Subcommittee.



Rocently we under.cok a research effort to identify ang
describe ali existing centralized sources of information,
centralized in the sense that information has been assembled
On more than one agency's use of consultants. We expect to
Telease shortly a report on this study which describes the data
available from five sources. |

We have already mentioned two of these sources of informa-
tidn--the Tecent efforts of this Subcommittee and of the Presi-
dent. The Senate Committee on Appropriations has regquired
certain agencies, including the Department of Health, Education
and Welfare, to report regularly to the Congress on their use
"of‘consultants. The Civil Service Commission has gathered cer-
tain data op appointed consultants in its Central Personnel Data
File. 1Information on Federal Adviéory Committees and their
members is reported pursuant to Public Law 92-463.

Our review of the data available from these five sources
showed that most agencies do not maintain reliable data on their
use of consultants. Earlier, in 1975, at the request of this
Subcommittee we reviewed data available at 12 executive agen-
‘cies and 8 regulatory commissions and Teported that these ayen-
cies did not record data on that portion of their budgets spent
for consultant services.

Unsuccessful efforts of the Cbngress, the President, and

concerned citizens to obtain reliable informatien on how many

m .



consultants are used; who they are, and what they do have bred
suspicions that they improperly influence decision making within
the Government. We do not agree with this view. We believe,
however, that essential to improving controls over the use of
consultants is a uniform, practical, effective information sys-
tem that will provide visibility through reporting as needed on
how extensively the agencies are using this important resource
of talent and expertise.

To establish such an information system, a standard defi-
nition must be adopted, the components of the system identifed,
and a single authority and operators of the system designated.

NEED FOR A STANDARD DEFINITION

Efforts to assemble information on use of consultants by
agencies of the Government have been frustrated by lack of agree-
ment oin a common definition of consultants. In analyzing agency
responses to your Subcommittee's questionnaire, the Congressional
Research Service noted that:

"Aside from the definition found in the Federal Personnel

Manual (FPM), there appears to be no standard, governmen:-

wide definition of a party to a nonpermanent arrangement

for providing professional services to the Federal Govern-

ment."

In our research effort we noted more than 20 different
definitions used by agencies. Often one definition would include

a specific service that was excluded from another definition.

Until a standard definition is adopted and applied unifo.mly it



will not be possible to determine how many consultants are
used by the Federal Government and at what cost.

Consider the Civil Service Commission's definition con-
tained in FPM chapter 304:

"Consultant means a perscn who serves as an adviser to

an officer or instrumentality of the Government, as

distinguished from an officer or employee who carries out

the agency's duties and responsibilities. He gives his
views or opinions on problems or guestions presented him
by the agency, but he neither performs nor supervises
performance of operating functions. Ordinarily, he is
expert in the field in which he advises, but he need not
be a specialist. His expertness may consist of a high
order of broad administrative, professional, or technical
experience indicating that his ab%ility and knowledge

make his advice distinctively valuable to the agency.

"Consultant position means a position requiring the per-

formnance of purely advisory or consultant services, not

including performance of operating functions."

This definition defines a consultant as one who serves in
an advisory capacity only, who may not be used to participate in
an agency's operations in any way, and applies to individual
consultants employed by agencies subject to the Civil Service
laws and regulations.

We believe the Commission's definition of consultant is a
clear stat:ment that could be adopted for Government-wide use.
This definition could be modified to apply to individuals under
appointments as well as to contracts with individuals, profit
or nonprofit firms, institutions, associations, or foundations

who provide consultant services.



Immediately after defining consultant and consultant posi-
+ion in FPM chapter 304, the Commission defines expert and
e .pert position.

"Expert means a person with excellent gualifications and

a high degree of attainment in a professional, scientific,

technigalf or other field. His knowledge and mastery of
the principles, practices, problems, methods, and tech-

niques of his field of activity, OT of a specialized

area in the field, are clearly superior to those usually

possessed by ordinarily competent persons in that activity.

Bis actainment is such that he usually is regardec as an

authority or as a practiticner of unusual competence and

skill by other persons in the profession, occupation, or
activity.

"Expert position means a position that, for satisfactory

performance, requires the services of &n expert in the

particular field * * * and with duties that cannot be
. performed satisfactorily by someone not an expert in that

field." .

Confusion has resulted from indiscriminate use of the terms
consultant and expert. Except for its definition, even the
Commission links the two terms in its FPM chapter 304 on "Employ-
ment of Experts and Consultants.” While a consultant ordinarily
st.oulrd be an expert, an expert may selve other than in a consult-
ing capacity.

Agencies strongly disagree on what types of services should
be included or excluded from the definition of consultant ser-
vices. This problem is complicated by the overlapping and
complex relationships between professional and nonprofessional
services. We are using the term professional services to encom~

pass the services of a wide range of occupations which regquire



specialized knowledge or experience, and often long and inten-
sive academic preparation. The Department of Commerce has
identified 64 categories of professional services shown on
attachment 1. Frobably there are many others. We consider
non-professional services as those associated with commercial,
mechanical, agricultural, and similar activities.

Agreement on what should be nsidered consultant services
is further complicated by the use of the terms "personal ser-
vices" and "nonpersonal services." 1In fact, these two terms
inartfully describe two types of relationships that can exist
between the Government and a consultant and do not in any way
define what constitutes consulting services.

1f an individual consultant or group or firm of consultants
provides advisory services under a contract without supervisicen
by a Government official, there is an independent contract rela-
tionship. Services obtained on this basis are freguently referred
to as "nonpersonal services."™ Such services are also referred
to as "independent contractor" services.

I1f, on the other hand, an individual consultant or group oI
firm of consultants provides advisory services under a contract
with close supervision by a Federal official, the relationship
created is tantamount to that of employer and employee. The
contract is improper hecause the services should have been ob-

tained by appointment of the individual or the firm's members



<n the Federal service, giving them the benefits properzrly due
Fedezal employees.

Consultéant services improperly obtained by contract are
frequently referred to as "personal services" obtained by
"personal services contract.” We freguently find that the term
"personal services" is used to refer generally to all expert
and consultant services. In this broader context the term may
be confusing and is decidedly unhelpful in attempting to des-
crihe what constitutes "consultant services."

We feel that the term "employee consultant”™ most accurately
describes the relationship created when an individual consul-
tant's services are obtained by appointment. The term "indepen-
dent contract” better describes the relationship created by a
proper contract between the Government and an individual con-
sultant or jroup or firm of consultants, and that the term
"nonindeperdent contract” better defines the relationship created
by an improper contract where the consultant or group or firm of
consultants iIn fact functions as a Government employee or em-
ployees.

NEED FJR A UNIFORM INFORMATION SYSTEM

We believe there is a need for an information system, rather
than a reporting system, to be consistently applied to all agen-
cies, that will identify the consultants and experts used, arrange~-

ments under which their services are acguired, at what cost, and

10



for what type of service. Such information wil) assist the agen-
cies in maintaining effective contrnl over these resources.

Also, it will enable reports to be prepared as needed to assist
the Presijent and the Congress in discharging their oversight
responsihilities.

The services of individuals and firms may be obtained by
contract. Individual services may also be secured by appoint-
ment and selection to serve on Federal Advisory Committees. A
uniform information system should inciude all three groups.

Three centralized datz systems, currently in operation or
planned to meet other Government information needs, couid pro-
vide a large part of the statistical data needed to disclose
the extent of the Governm/nt's use of consultants and experts:

-~The Civil Service Commission's computerized Central Per-

sonnel Data File (CPDF) now contains incomplete statis-
tical data on consultants and experts who cerve under
civil service appointments. The Commissicn is develop-
ing specifications for a Federal Personnel Management
Information System (FPMIS) which will replace the CPDr
and include more data on Federal employees.

--The Office of Managzment and Budget, Committee Management

Secretariat's partially -omputerized system now provides
information required by the Federal Advisory Committee

Act of 1972 for management of advisory committees.
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--The Office of Management and Eudget, Jffice of Federal
Procuremeni Policy's proposed computerized Federél Pro-
curements Data System (FPDS) is planned to orovide infor-
mation on consultant and service contracts or modifica-
tions in excess of $10,000.

If the centralized systems are to assemble and produce the
kind of statistical data needed for disclosure of the extent to
which coi:ultants and experts are used, all agencies should be
required to provide the same kind of data. It should be recHng-
nized that these centralized systems will not contain such vital
information as whether they were properly engaged and used, how
effectively they performed, and the use made of the advice or
services for which they were paid.

To supplement the data in the centralized systems and make
available information essential for effective control, each
agency also should be requized to maintain prescribed files and
information on all individuals and contractors used to provide
advisory and experc services regardless of the amount paid them.
This should be feasible since agencies now must process records
on the emplovment, use, and payment of each individual and con-
tractor consultant and expert.

A single authority should exercise responsibility for pres-
cribing the standard definition to be applied, data and files

to be maintained, and reports to be prepared. We suggest this
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single authority responsibility be in the Office of Management
and Budget which continues to be the focal point of the Fed.ral
Government for policy leadership.

Also need2d are uniform data elements to be used, to the
extent they are applicable, for all types of consultants and
experts by the agencies and incorporated in the centralized data
systems., These will enable retrieval and assembly of comparable
Government-wide information identifying in total and by agency
the consultants and experts used, types of services performed,
and costs incurred. Agency systems must be capable of providing
compatible surmary information on consultants and experts that is
not accumulated in or reported by the centralized systems,

We suggest that uniform data elements such as those listed
in attachment 3 be used to gather summary information necessary
to adequately munitor the Government's use of consultants and
experts. The data should be recorded in the Central Personnel
Data File for each individual serving under a civil service
appointment, ard in the Federal Procurement Data System for
each individual, firm, or other entity serving under a contrac-
.tual arrengement. Data on members of advisory committees should
be recorded by committee and by individual. Most of the data
elemencs already are available in existing systems or are planned

for systems being developed.
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OPERATION OF THE CENTRALIZED SYSTEMS

Even though a single authority should have overall respon-
sibility for the uniform data collection and reporting systen,
other agencies wﬁuld operate the centralized systems. Each
centralized system, designed to meet other Government informa-
‘tion needs, would be modified to the 2xtent necessary to record
and have available for retrieval relevant data on the use of
consultants.,

The Civil Service Commission now opérates the computerized
Central Personnel Data File and will operate the expanded Federal
Personnel Management Information System it is developing for
implementation in the 19%0s. The purpose of these systems is
to accumulate data on individuals whro serve as Federal employ-
€es under all types of appointments.

The Office of Management and Buduet, Committee Management
Secretariai will continue to operate its partially comouterized
system Lo accumulate data on advisory committees.

At present there is no ceniralizeda body of information
on services purchased under contractual arrangements. The com-
puterized Federal Procurement Data System, now being developed
for this purpose by the Office of Management and Budget's Office
of Federal Procurement Policy to provide information on individual
contracts in excess of $10,000, is not erpected to he operational

until late 1978. We believe agency systems should be capable of
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providing summary information on the total number and cost of
consultant contracts less than $10,000.

We understand that the Office of Federal Procurement Policy
has explored the possibilities of having either the Department
of Defense or the General Services Administration operate the
Federal Procurement Data Systems Center, but apparently this mat-
‘ter has not iLoen resolyed. We are not aware of any studies that
may have been made by these or other agencies or the cost and
feasibility of operating this systen.

In summary, we believe that a uniform information system is
needed to provide visibility on how extensively Federal agencies
are using consultants and a tool for umprcving managemant of
their use. We further feel that the backbone for such an infor-
mation system is already in existence.

This completes our formal statement, Mr. Chairman. I will

be glad to respond to any questions regarding our comments.
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ATTACHMENT 1

ATTACHMENT 1

DEPARTMENT OF COMMERCE

CATEGORIES OF PROFESSIONAL EMPLOYEES

Motion Picture Producer
Economist
Accountant

Certified Public Accountant

Marine Engineer
Electrical Engineer
Civil Engineer
Chemical Engineer
Radio Engineer
Mechanical Engineer
Fire Safety Engineer
Aeronautical Engineer
Avionics Engineer
Computer Programmerx
Computer System Analyst
Meteorologist
Geologist

0il Geologist

Marine Geologist
Geographer
Oceanographer
Hydrologist
Geophysicist
Professional Photographer
Fashion Designer
Professional Writer
Pshchologist
Astrophysicist
Interior Designer
Geodesist
Cinemaphotographer
Seismologist

TOTAL = 64 Categories

Professional Artist
Metalurgist
Technical Writer
Transportation Specialist
Contract Specialist
Professional Actor
Composer

Molecular Chemist
Physicist

Chemist

Biochemist
Biologist

Teacher

Educator

Physician

Nurse

Pathologist
Radiologist
Architect

Naval Architect
Attorney

Patent Attorney
Sociologist
Astronomer
FOorester
Mathematician
Linguist

Dentist

Librarian
Ecometrician
Microbiologist
Cardiologist



ATTACHMENT 2 ATTACHMENT 2

EXAMPLES OF

CONSULTANT SERVICES AND OTHER SERVICES

CONSULTANT SERVICES (ADVISORY TO GOVERNMENT AGENCIES ONLY)

Studies or evaluations of agency operations or programs to produce
oral or written reports expressing opinions and/or advice.

Architect or engineering services to produce opinions or advice
on alternative designs or processes.

Medical services to evaluate and comment op proposed programs.
Evaluation of effectiveness of programs of assistance to the
public or foreign governments to produce opinions and recommen-
dations for action.

Studics designed to propose installation of revised management
improvemert systems or employee training courses.

Evaluation of vocational guidance services provided veterans.

Studies of agency eguipment needs to produce advice on purchase
or rental.



ATTACHMENT 2 ATTACHMENY 2

OTHER SERVICES (RELEVANT TO CARRYING ON

ACENCIES' OPERATIONS OR PROGRAMS)

Any service that contributes to execution of any agency's overa-
tions or carryving on its prograas.

Implementing action recommended by consultants and approved by
agency officials. ‘

Architect or engineering services supervising construction.
Medical diagnostic or therapeutic services provided patients.

Advisory services provided directly to the public or foreign
governments as part cf arn agency's programs of assistance.

Installing management improvement technigues or programs.
Designing, administering, or conducting employee training courses,
Audits made by Certified Public Accountants.

Vocational guidance services provided veterans,

Operating Government-owned facilities.

Installing or testing eguipment or training employees in its
operation.

Translation or stenographic services.
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